
INRE:

BEFORE

THE PUBLIC SERVICECOMMISSIONOF

SOUTHCAROLINA

DOCKETNO. 2000-598-C- ORDERNO. 2001-1096

JANUARY 18,2002

Applicationof EncompassCommunications,
L.L.C. for aCertificateof PublicConvenience
andNecessityto OperateasaResellerof
InterexchangeTelecommunicationsServices
within theStateof SouthCarolina.

) ORDER
) GRANTING

) CERTIFICATE FOR

) LONG DISTANCE

) AUTHORITY

This matter comes before the Public Service Commission of South Carolina (the

"Commission") by way of the Application of Encompass Communications, L.L.C.

("Encompass" or the "Company") requesting a Certificate of Public Convenience and

Necessity authorizing it to operate as a reseller of interexchange telecommunications

services within the State of South Carolina. The Company's Application was filed

pursuant to S.C. Code Ann. §58-9-280 (Supp. 1999) and the Regulations of the Public

Service Commission of South Carolina.

The Commission's Executive Director instructed Encompass to publish, one time,

a prepared Notice of Filing in newspaper's of general circulation in the affected areas.

The purpose of the Notice of Filing was to inform interested parties of Encompass's

Application and of the manner and time in which to file the appropriate pleadings for

participation in the proceeding. The Company complied with this instruction and

provided the Commission with proof of publication of the Notice of Filing. No Petitions

to Intervene were filed.
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A hearing was convened on November 1, 2001, at 11:30 a.m. in the

Commission'sHearingRoomat 101ExecutiveCenter'Drive, Columbia,SouthCarolina.

The HonorableWilliam Saunders,Chairman,presided. Encompasswasrepresentedby

ScottA. Elliott, Esquire. AdelaideD. Kline, Staff Counsel,representedthe Commission

Staff.

Mr. JamieMaddox, Secretaryand Treasurer,Encompass,L.L.C., appearedand

testified in supportof theApplication.Mr. Maddoxtestified thathe is a CertifiedPublic

Accountant(CPA) andhis dutieswith the Companyareprimarily financerelated.The

record revealsthat Encompassis a Texaslimited liability companythat has received

authorizationto transactbusinesswithin the Stateof SouthCarolina.Upon receiving

certification from the Commission,Encompassplans to operate as a reseller of

intraLATA and interLATA intrastatetelecommunicationsserviceson a statewidebasis.

TherecordrevealsthatEncompassseeksauthorityto offer on aresalebasiswithin South

Carolina intrastate, interLATA and, to the extent authorized by the Commission,

intraLATA direct-dialedservicesincluding (1+) service,flat rate service,800 inbound

serviceandtravel cardsandprepaidcalling cards.Mr'.MaddoxstatedthatEncompasshas

no plans at this time to constructany telecommunicationstransmissionfacilities of its

own in SouthCarolina.Encompasswill operateexclusively as a "switchless"reseller.

Mr. Maddox testified that Encompasswill arrange for the traffic of underlying

subscriber'sto be routed directly over the networksof Encompass'snetwork providers.

He furthersaidEncompassplansatthis time to offer only prepaidcalling cardsin South

Carolina. He testified that Encompassplans to market thoseprepaid calling cardsto
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distributorsthatthe Companyprimarily findsat tradeshowsaroundthe country.He said

thosedistributorssell to conveniencestoresandvariousoutletsin theUnited States.Mr.

Maddox offered that Encompassis curr'entlyauthorizedto provide telecommunications

servicesin forty-four statesand at the time of the hearing,was actually operatingin

twenty-twostates.

Regar'dingthe Company'stechnicalability to offer telecommunicationsservices

in SouthCarolina,Mr'. Maddoxtestified that the Companyhasextensiveexperiencein

telecommunicationsandtheprepaidbusiness.He explainedthat Encompasssellsprepaid

calling cardsasabusinessto businessoperation,hasits own agentsand doesnot do any

telemarketing.Encompassdoesnot sell calling cardsdirectly to the enduser.Therecord

revealsthat customerserviceis availabletwenty-fourhoursa day,sevendaysaweekto

assistcustomer'sattoll-flee number'(888)738-6693.Mr. Maddoxtestifiedthattheagents

who answerthis customerservicenumberhavethe ability to fix all problems.In addition

to prepaid telephonecards,Encompassalso offers intemet service and conferencing

services.He explainedthat conferencingis a new product offeredby Encompasswhich

allows the user'of a prepaidcalling card to bridge up conferencecalls with twenty or'

thirty people.He saidtheCompany'snameandtwo toll-free telephonenumbersactually

appear'on thebackof eachcalling card.Further',Mr'.Maddoxstatedthat distributorsare

responsibleto train thepeoplewho sell thecardsat thepoint of purchase.The cardsare

soldin denominationsof $5, $10and$20 andhavedifferentexpirationdates;somehave

no expiration dateat all. Mr'. Maddox offered that Encompassintendsto utilize MCI

WorldCom,AT&T andGlobalCrossingasits underlyingcarrier's.Therecordrevealsthat
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Encompasswill chooseits underlyingcarriersbasedupon the quality of serviceof the

carrier properly certified by the Commissionto provide suchservice.He said Doug

Williams is the Company'sregulatorycontactpersonand canbe reachedat (903) 323-

4520.

As to Encompass'smanagerialabilitiesto offer the servicesit proposesto offer in

SouthCarolina,Mr'. Maddoxtestified that Encompassis a spinoff corporationthat was

startedin Januaryof 2001 from an original companythat had begunoffering network

operatorservicesin 1988.He said Lar_y A. Luna is Presidentand Chief Executive

Officer. Mr. Luna has twenty-five year'sof businessdevelopmentexperienceand eight

yearsexperiencein the communicationsfield. Mr. Luna holds a BBA Marketing &

Managementdegreefrom StephenF. Austin StateUniversity. Doug Williams is Vice

Presidentof Encompassand Mr. Maddox is Secretaryand Treasurer.Mr. Maddox

testifiedthat Tim Martin, RonMartin andRonHutchisonaremanagers.

In support of Encompass'sfinancial ability to provide the servicesit seeksto

provide in SouthCarolina,Mr. Maddox testified that Encompassis in soundfinancial

conditionandhassufficient financialcapabilityto maintaintheservicesto beoffered.He

statedthat the Companyhasbeenprofitable from the beginningof its operations.Mr.

Maddox affirmed the Company's obligation to file all reports required by the

Commissionby certaindeadlines.He also acknowledgedtherequirementto keepSouth

Carolinaspecificrecordsof revenues.TheCompanyalsoagreedto addits emailaddress

andtelephonenumberto eachtariff page.
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Accordingto theApplicationandMr. Maddox'stestimony,Encompassrequestsa

waiver of 26 S.C.CodeAnn. Regs.103-610(1976) sothat Encompasscanmaintainits

records outsideof South Carolina. The Companywishes to maintain its books and

recordsat its headquartersin Longview,Texas.Mr. Maddox statedthat the Companyis

awareandagreesto abideby theCommission'sregulationthatrequiresthattheserecords

bemadeavailablefor examinationby the Commissionat reasonablehours.Encompass

alsorequestedthat it be allowedto keepits booksandfinancialrecordsaccordingto the

GenerallyAcceptedAccountingPrinciples(GAAP) ratherthanaccordingto theUniform

Systemof Accounts (USOA). According to Maddox, Encompassdoesintend to offer'

prepaid calling cards. He said his Company is aware of the Commission'sbond

requirementregardingthesaleof prepaidcalling cards,andis willing to posttherequired

bond.

Accordingto Mr'.Maddox,Encompasshasnever'hadauthoritydeniedin anystate

whereit hasappliedfor authoritynor'hastheCompanyhadauthorityrevokedin anystate

whereit hasbeengrantedauthority. Additionally, hesaidthatEncompasshasnever'been

the subjectof aninvestigation,fined or sanctionedby a stateor federalregulatorybody.

According to the testimony,Encompasshasnot marketedits servicesin SouthCarolina

prior to receiving certification. Mr. Maddox also testified that the Companyhas not

receivedrevenuesfrom the completion of intrastatecalls in South Carolinaprior' to

receivingcertification. Mr. Maddox saidthat Encompasshasnever'beenthe subjectof

an investigation,fined or' sanctionedby a stateor'federal regulatorybody..Finally, Mr'.

Maddox testifiedEncompasswill abideby all the Commission'srules,regulationsand
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Ordersupon the Companyreceiving certification to operateas a resellerof intrastate

interexchangetelecommunicationsservicesin SouthCarolina.The Companyagreedto

providetheCommissionwith thefinal Tariff, a copyof its Bill Form,accordingto 26 S.

C. CodeAnn. Regs.103-612.2.2and103-622.1(1976).

After full considerationof theapplicablelaw, the Company'sapplication,andthe

evidencepresentedat the hearing,the Commissionherebyissuesits findingsof fact and

conclusionsof law:

FINDINGS OF FACT

1. Encompass is organized as a limited liability company under the laws of

the State of Texas and is authorized to do business as a foreign limited liability company

in the State of South Carolina by the Secretary of State.

2. Encompass operates as a non facilities-based reseller of interexchange

services and wishes to provide its services in South Carolina.

3. Encompass has the experience, capability, and financial resources to

provide the services as described in its Application.

CONCLUSIONS OF LAW

1. Based on the above findings of fact, the Commission determines that a

Certificate of Public Convenience and Necessity should be granted to Encompass to

provide intrastate interLATA service and to originate and terminate toll traffic within the

same LATA, as set forth herein, thi'ough the resale of intrastate Wide Area

Telecommunications Services (WATS), Message Telecommunications Service (MTS),
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Foreign Exchange Service, Private Line Service, or any other' services authorized for

resale by tariffs of carriers approved by the Commission.

2. The Commission adopts a rate design for Encompass for its resale of

interexchange services which includes only maximum rate levels for each tariff charge.

A rate structure incorporating maximum rate levels with the flexibility for adjustment

below the maximum rate levels has been previously adopted by the Commission. In Re:

Application of GTE Sprint Communications Corporation, etc., Order No. 84-622, issued

in Docket No. 84-10-C (August 2, 1984).

3. Encompass shall not adjust its interexchange rates below the approved

maximum level without notice to the Commission and to the public. Encompass shall

file its proposed rate changes, publish its notice of such changes, and file affidavits of

publication with the Commission two weeks prior to the effective date of the changes.

However, the public notice requirement is waived, and therefore not required, for'

reductions below the maximum cap in instances which do not affect the general body of

subscribers or do not constitute a general rate reduction. In Re: Application of GTE

Sprint Communications, etc., Order No. 93-638, issued in Docket No. 84-10-C (July 16,

1993). Any proposed increase in the maximum rate level for interexchange services

reflected in the tariff, which would be applicable to the general body of the Company's

subscribers, shall constitute a general ratemaking proceeding and will be treated in

accordance with the notice and hearing provision of S.C. Code Ann. §58-9-540 (Supp.

1999).
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4. If it has not alreadydone so by the date of issuanceof this Order,

Encompassshall file its revisedtariff andan accompanyingprice list within thirty (30)

daysof receiptof this Order'. The revisedtariff shallbe consistentwith the findingsof

this Orderandshallbeconsistentwith the Commission'sRulesandRegulations.Further,

Encompassshall file acopyof its Bill Formasrequiredby 26 S.C.CodeAnn.Regs.103-

612.2.2and102-622.1(1976)with its final Tariff.

5. Encompassis subjectto accesschargespursuantto CommissionOrder

No. 86-584,in which the Commissiondeterminedthat for accesspurposesreseller'sand

facilities-basedinterexchangecarTier'sshouldbetreatedsimilarly.

6. With regardto the Company'sresaleof service,an end-usershouldbe

ableto accessanotherinterexchangecarxieror operatorserviceprovider if the end-user

sodesires.

7. Encompassshallresell theservicesof only thoseinterexchangecarTiersor

LECs authorizedto do businessin SouthCarolinaby this Commission. If Encompass

changesunderlyingcarriers,it shallnotify theCommissionin writing.

8. Encompassshall file surveillancereportson acalendaror fiscal year'basis

with the Commissionasrequiredby OrderNo. 88-178in DocketNo. 87-483-C. The

proper form for' these reports can be found at the Commission's website at

www.psc.state.sc.us/forms. The title of this form is "Annual Information on South

Carolina Operations For Interexchange Companies and AOS'". Be advised that the

Commission's annual report for telecommunication companies requires the filing of

intrastate revenues and intrastate expenses.
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9. The Company shall, in compliance with Commission regulations,

designateandmaintainanauthorizedutility representativewho is preparedto discuss,on

a regulatorylevel, customerrelations(complaint)matters,engineeringoperations,tests

andrepairs. In addition,the Companyshallprovide to the Commissionin writing the

name of the authorizedrepresentativeto be contactedin connection with general

managementduties as well as emergencieswhich occur during non-office hours.

Encompass shall file the names, addressesand telephone number's of these

representativeswith the Commissionwithin thirty (30)daysof receiptof this Order. The

"AuthorizedUtility RepresentativeInformation" form canbe foundat theCommission's

websiteat www.psc.state.sc.us/forms: this form shall be utilized for the provision of this

information to the Commission. Further, the Company shall promptly notify the

Commission in writing if the representatives are replaced.

10. With regard to the origination and termination of toll calls within the same

LATA, Encompass shall comply with the terms of Order No. 93-462, Order Approving

Stipulation and Agreement, in Docket Nos. 92-182-C, 92-183-C, and 92-200-C (June 3,

1993), with the exception of the 10-XXX intraLATA dialing requirement, which has

been rendered obsolete by the toll dial parity rules established by the Federal

Communications Commission pursuant to the Telecommunications Act of 1996 (See, 47

CFR 51.209).

11. As a condition of offering debit card ser-cices, the Commission requires

the company to post with the Commission a bond in the form of a Certificate of Deposit

worth $5,000 drawn in the name of the Public Service Commission of South Carolina or'
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a surety bond in the amount of $5,000which is payable to the Commission.The

Certificateof Depositshallbe drawnon federalor'statecharteredbanksor'savingsand

loanassociationswhichmaintainanoffice in thisstateandwhoseaccountsareinsuredby

eithertheFDIC or'theFederalSavingsandLoan Insurance Corporation. A surety bond

shall be issued by a duly licensed bonding or insurance company authorized to do

business in South Carolina. This condition may be reviewed annually..

If the Company sells its debit cards to retail establishments for resale of the debit

cards, and the retailer of the debit cards deviates from the suggested retail price as filed in

the tariff, then the Company will withdraw its cards from that retail outlet. This

Commission strongly suggests that the Company enter into written agreements with its

South Carolina retail outlets regarding this policy of abiding by suggested retail pricing

prior' to the outlet marketing the card.

The Company shall amend its tariff to incorporate language that resolves the

Commission Staff's concerns with the proposed rate schedule as contained in Hearing

Exhibit #1. In addition, the Company shall include its name and toll-free customer

service telephone number on the back of each of its prepaid calling cards.

12. By its Application and testimony at the hearing, Encompass requested a

waiver' from the Commission's requirement to maintain its books within the State of

South Carolina according to 26 S.C. Code Ann. Regs. 103-610 (1976). The Commission

grants the Company's request to waive the record keeping regulation so that its books and

records may be kept at its principal office and headquarters in Texas. The Commission
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alsograntsEncompassthe opportunityto keepits booksandrecordsin accordancewith

GAAPratherthantheUSOA.

13. TheCompanyis directedto complywith all RulesandRegulationsof the

Commission,unlessaregulationis specificallywaivedby theCommission.

This Order'shall remainin full force and effectuntil further Orderof the14.

Commission.

BY ORDEROFTHE COMMISSION:

Chairman

ATTEST:

Wj /
(SEAL)


